The Influence of Internal Control Effectiveness, Information Technology Utilization and Human Resources Competence on Local Government Financial Reporting Quality (Survey on SKPD Banten Provincial Government and Serang City) by ., Nurlis & Yadiati, Winwin
Research Journal of Finance and Accounting                                                                                                                                    www.iiste.org ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) Vol.8, No.12, 2017  
111 
The Influence of Internal Control Effectiveness, Information Technology Utilization and Human Resources Competence on Local Government Financial Reporting Quality (Survey on SKPD Banten Provincial Government and Serang City)  Nurlis Lecturer of Mercu Buana University, Jakarta and Doctoral Student of Accounting Department, Faculty of Economics and Business, Padjadjaran University, Dipati Ukur Street, PO box 40132, Bandung, Indonesia  Winwin Yadiati Lecturer of Accounting Department, Faculty of Economics and Business, Padjadjaran University, Dipati Ukur Street, PO box 40132, Bandung  Abstract Quality financial report as a form of financial accountability of the work unit to the public is absolutely implemented in order to realize a clean and authoritative government. This study aims to find and obtain empirical evidence on the Influence of Internal Control Effectiveness, Information Technology Utilization, and Human Resources (HR) Competence on the Local Government Financial Reporting Quality.The study was conducted on all financial administration officials in the of work units of Banten Provincial Government and Serang City by using primary data obtained from the questionnaires distributed to the respondents. Determination of sample through purposive sampling and obtained sampel from 55 respondents. Data analysis using SmartPLS version 3.0 through outer model, inner model and hypothesis testing.The results showed that the competence of human resources have a positive influence on the Quality of Financial Reporting, while the Effectiveness of Internal Control and Utilization of Information Technology has no effect on the quality of Local Government Financial Reporting. Keywords: Financial reporting Quality, internal control effectiveness, information technology utilization, and human resource competence.  1. Introduction Financial statements are the outputs of financial reporting, where financial reporting is the process of preparing financial statements aimed to provide useful information to stakeholder in business and economic decision making (Gibson, 2011:4).   In fact, the financial statements used by investors, creditors, and other stakeholders as a basis in the decision-making process, both in government institutions, financial institutions, and business institutions still have problems (Harry Azhar, 2015; Gamawan Fauzi.2012; Rofikoh Rokhim, 2010; Edy Sugito, 2011; Yunus Husein, 2011; Nunik Gigih, 2013; Irwan Lubis, 2014; Bambang Pamungkas, 2014; Hoesien, 2014; Ah Maftuchan, 2014; Imron Hamzah, 2014; Tjahjo Kumolo, 2014). The reform of state financial management is marked by the enactment of Law Number 17 Year 2003 on State Finance, Law Number 1 Year 2004 on State Treasury, and Law Number 15 Year 2004 regarding Audit of State Financial Management and Accountability along with its supporting regulations . The package of legislation illustrates the seriousness of the government and parliamentary ranks to improve the management, recording, accountability and audit of government financial management at both the central and regional levels. One of the considerations underlying the issuance of legislation is that state finances must be managed in an orderly, law-abiding, efficient, economical, effective, transparent and accountable manner, with due regard to the sense of justice and propriety as a prerequisite to support the successful implementation of state governance. Article 23 of the 1945 Constitution stipulates that the government is obliged to convey state financial responsibility as soon as the fiscal year ends, and will become the basis of the audit by BPK. The article indicates that there is an obligation of the government to establish the accountability of state finances. The statement also applies to local governments that have an obligation to be responsible for regional finances by making local financial statements. Article 9 paragraph (1) of Law Number 15 Year 2004 states that in conducting the audit of state financial management and accountability, BPK may utilize the examination results of the Government Internal Supervisory Apparatus (APIP). Despite APIP's obligation to conduct a review of the financial statements before being submitted to BPK for auditing, to date the review implementation has not fully improved the government's financial report quality. In 2016, BPK as the auditor has conducted the audit process on LKPP. The audit results found 8 (eight) 
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findings related to compliance with legislation and 14 (fourteen) findings related to internal control system. According to BPK Chairman Harry Azhar, in plenary session in DPR, Thursday (2/6/2016), the problem is the accumulation of mismatch of government accounting standards, weakness of internal control system, and non-compliance with statutory regulations. This problem has an impact on the quality of audit opinion, especially in the case of the number of K/L that received unqualified opinion decreased to 56 KL in 2015 which previously amounted to 62 KL. The preparation of accrual accounting reports in the local government is still experiencing constraints, because it is still in transition from cash-based reports. These constraints are on the quality of human resources, and not all regions have auditing support facilities, such as electronic audits. This is in line with the statement from BPK Chairman of West Java representative, Arman Syifa "a number of local governments are still faced with the problem of accrual-based accounting application which is the current government accounting standards, for example related to depreciation expenses presented in the LO, the issue of BOS funds presentation, and other funds outside APBD ". The result of BPK RI's examination on LKPD shows that the administration is not as expected. The examination of the financial statements is intended to provide an opinion on the fairness of financial information presented in the financial statements, based on (a) compliance with generally accepted accounting standards, namely Government Accounting Standards for government entities and Financial Accounting Standards for state and local enterprises, and or Accounting principles set out in various laws and regulations; (b) adequacy of disclosure; (c) compliance with laws and regulations; and (d) the effectiveness of the internal control system. This condition illustrates that the quality of financial information, especially those presented in LKPD, has not fully met the qualitative characteristics of the financial statements in accordance with SAP. This happens because the opinion is a professional statement as the examiner's conclusion about the fairness of the information presented in the financial statements (Article 1 of Law No. 15 of 2004). No unqualified opinion from the BPK has shown that the financial reporting of local government is not fully justified by BPK, which is caused by various factors including: a) weak internal control system; b) State / regional property has not been well ordered; c) Implementation of procurement of goods and services not in accordance with applicable provisions; d) The presentation of financial statements is not in accordance with Government Accounting Standards (SAP); e) Weaknesses in the financial reporting system and f) Human resource management competencies in local government are inadequate. Table 1 Progress of LKPD opinion 2010-2015 Government Province  Distric  City Years UO QO AO DO Total UO QO AO DO Total UO QO AO DO Total  2010 6 22 0 5 33 16 254 23 103 396 12 67 3 11 93 18% 67% 0% 15% 100% 4% 64% 6% 26% 100% 13% 72% 3% 12% 100%  2011 10 19 0 4 33 36 268 6 89 399 21 62 2 7 92 30% 58% 0% 12% 100% 9% 67% 2% 22% 100% 23% 67% 2% 8% 100%  2012 17 11 0 5 33 72 256 6 67 401 31 52 0 7 90 52% 33% 0% 15% 100% 18% 64% 1% 17% 100% 34% 58% 0% 8% 100%  2013 16 15 0 2 33 105 241 11 41 398 35 55 0 3 93 48% 45% 0% 6% 100% 26% 61% 3% 10% 100% 38% 59% 0% 3% 100% 2014  26 7 0 1 34 170 205 5 34 414 56 35 0 0 91 76% 21% 0% 3% 100% 41% 50% 1% 8% 100% 62% 38% 0% 0% 100% 2015 29 5 - - 34 224 158 4 29 415 60 31 - 2 93 85% 15%   100% 54% 38% 1% 7% 100% 65% 33%  2% 100% Starting the first year of RPJMN 2015-2019, BPK has submitted 24,169 recommendation of inspection result in the first semester of year 2015 to the examined entity worth Rp15,66 trillion. The results of monitoring follow-up recommendations for the period as follows:  a. It has corresponded 5,826 recommendations (24.11%) worth Rp256.10 billion. b. Not suitable and/or in the follow-up process as much as 9,068 recommendations (37.52%) valued at Rp1, 61 trillion. c. Not followed up yet as many as 9,271 recommendations (38.36%) worth Rp13, 80 trillion. d. No actionable 4 recommendations (0.01%) worth Rp57.45 million.   In order to meet the financial reporting objectives, the LKPP/D compiled by each agency shall meet the qualitative characteristics of adequate financial statements. Qualitative characteristics of financial statements are normative measures that need to be manifested in accounting information so as to meet its objectives. The four qualitative characteristics that are the normative prerequisites required for LKPP/D to meet the desired quality are relevant, reliable, comparable, and understandable. According Azhar Susanto (2013: 40) a quality 
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information must have features: Accurate, the information should reflect the actual situation; Timely, information should be available when needed; Relevant, the information provided should be as required; Complete, information should be given in full. While Hilton (2015: 590) argued that : Three characteristics of  information determine its usefulness for decision making (1)Relevance. Information is relevant if it is pertinent to a problem.(2) Accuracy. Information that is pertinent to a decision problem must also be accurate.(3) Timeliness,  Relevant and accurate data are valueable only if they are timely, that is, available in time for a decision. According to Indra Bastian (2010: 134), some important quality of information contained in the financial statements according to SAP is understandable, relevant, reliable and comparable.  Based on the problems emerge in the field and the theory used, there are several factors that may affect the quality of financial reporting, such as: effectiveness of internal controls (COSO, 2013: 3; Harrer, 2008: 1; Brink, 2011: 283; Zinkin, 2014: 216 ;), Utilization of information technology (Bagranof, 2010: 8; Baterman & Snell, 2004: 6; Turban & Volinino, 2011: 8: O Brien, 2004: 7; & Keen, 1995), human resource competence (Bastian, 2010 : 55; Sudarmanto, 2009: 76; Simanjuntak, 2005: 72; Roviyanti, 2011; Zeyn, 2011).  The effectiveness of internal control is the ability of the entity management to achieve its objectives, by controlling (related responsibilities) and understanding the business of the company well, as part of a process designed to provide reasonable assurance that effective and efficient operations, reliable financial reports, and compliance against laws and regulations can be achieved ( Sudit, 1998: 57; Murdock & Scutt, 2002: 27; Chorafas, 2004: 10; Graham, 2008: 18; Hihgtower, 2009: 27; Collier et al. 2007: 18; Woods et al, 2008: 34; Ramos, 2008: 57; Messier et al, 2008: 238). The purpose of internal control is to provide reasonable assurance about the company's ability to ensure effective and efficient operations, reliable financial statements, and comply with all relevant laws and regulations (Zinkin, 2014). Further Brink (2011: 283) states that the overall purpose of internal control over financial reporting is to prepare financial reports that are materially accurate and reliable. Therefore, according to Harrer (2008: 1), the company can improve the quality of its financial reporting by strengthening internal control through formal ethics program, including code of ethics.  Some previous research results support the theory that states the effectiveness of internal controls affect the quality of financial reporting, including research conducted by : Doyle & McVay,2007; Ashbaugh, 2008 ; Bedar, 2006 ; Lu et al, 2010 ; Nagy, 2010:441 ; Naz’aina, 2015:753 ; Ramdany, 2015:143 ; Syarifudin, 2014:26.  The development of information technology is not only used in business organizations, but also in public sector organizations, including governments. In Elucidation of Government Regulation No. 56, Year 2005 on Financial Information System, it is mentioned that to follow up the implementation of the development process in line with the principles of good governance, the Central and Regional Governments shall develop and exploit advances in information technology to improve the ability to manage finances, and distribute Financial information to public services.  The government needs to optimize the use of advanced information technology for building network information management systems and work processes that allow governments to work in an integrated manner by simplifying access between work units. Wilkinson et al., (2000) says the use of information technology includes the existence of (a) data processing, information processing, management systems and work processes electronically and (b) the use of advanced information technology so that public services can be accessed by the public easily and cheaply. If we consider the above specifications in this modern environment, the need for the use of information technology is a must. In this case, there is no other option in offering accounting services, but we must make use of it. According to Gary Sundem former head of the American Accounting Society, the role of information has become very important. Therefore, information providers, especially accountants, must provide information as an art in order to sell their services. Otherwise, they will have no place in the future market (Salehi and Husini, 2011). IT is used with the same model and allows it to be used with a broader purpose, which includes a set of information systems consisting of many parts, users and directors of an organization (Turban 2002). Some previous research results support the theory that the use of information technology affect the quality of financial reporting, including research conducted by: Taipaleen, 2013:01 ; Kloviene, 2015:1707 ; Xiao, 1996:2003 ; Grant, 2008:803 ; Hussein, 2007: 613 ; Dian, 14:01. In addition to the role of information technology, the need for qualified human resources is very important to the quality of financial reporting. Qualified human resources can improve the information quality on financial reporting. In an organization, human resources are the main element compared to other elements such as capital, technology, and money, because man himself controls the other elements. The challenges faced by companies, both private and government, such as changes in the business environment and work environment, require companies /organizations to proactively develop human resources so that there is no obsolescence of the ability of employees, as well as to increase productivity. According to Tjiptoherijanto (2001) in Alimbudiono & Fidelis (2004), to assess the human resources performance and quality in performing a function, including accounting, can be seen from the level of responsibility and competence of those resources. Responsibility can 
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be seen in the job description. Job descriptions are the basis for doing a good job. Without a clear job description, the resource can not perform its duties properly. While the competence can be seen from the educational background, the trainings and from the skills stated in the implementation of the task. Competence is a characteristic of someone who has the skills, knowledge, and abilities to perform a job (Hevesi, 2005). Competence is a characteristic that underlies a person achieving high performance in his work. Employees who do not have enough knowledge in the work, will find many obstacles that result in waste of materials, time, and energy. Organizations should also strive to develop their human resources. Training and development allows employees to effectively carry out their current work, and prepare for future work. Performance assessment is important to validate the selection tool, measure the impact of the training program, decide on salary and promotion, and determine the need for training (Griffin, 2004). HR is the main supporting pillar as well as drive the organization in an effort to realize its vision and mission objectives (Sudarmanto, 2009: 76).  Preparation of financial statements require human resources who have competence and master the accounting of government (Simanjuntak, 2005: 72). Bastian (2011: 55), Roviyanti (2011) and Zeyn (2011) also asserted that the competence of human resources apparatus in the preparation of the appropriate financial statements SAP will improve the information quality on financial reporting.   Some previous researchs which support the theory that the competence of human resources affect the quality of financial reporting, including research conducted by: Nunuy, 2013:157 ; Dadang, 2015:139; Lesi, 2015:12 ; Daniel, 2013:93 ; Dyah, 2015:139. This research was conducted at SKPD in Banten Provincial Government and Serang City. The Banten provincial government and Serang City is made into an analytical unit, since the BPK RI audit results have not shown the expected progress. This is indicated by the opinion of  BPK RI on LKPD from 2005 to 2015 is always Qualified Opinion (IHPS BPK RI first semester of 2016) 1. Problems Formulation Based on the description and various symptoms of the problem, and the results of previous research, can be formulated research problems are: Effectiveness of Internal Control, Use of Information Technology, and Human Resources Competence as independent variables and Quality of Financial Reporting as a dependent variable. The question posed in this research is "How much influence the Effectiveness of Internal Control, Utilization of Information Technology, and Competence of Human Resources on Quality of Financial Reporting". 2. Research Objectives The purpose of this study is to obtain evidence or truth, by collecting theories and concepts then get empirical evidence in the field that the Effectiveness of Internal Control, Use of Information Technology and Human Resources Competence affect the Quality of Financial Reporting. While the purpose of this study is to determine the magnitude of influence Effectiveness of Internal Control, Utilization of Information Technology and Competence of Human Resources on Quality of Financial Reporting.  3. Thinking Framework and Hypotheses 3.1 Internal Control Effectiveness  on Financial Reporting Quality  The overall purpose of internal control over financial reporting is to prepare an accurate and reliable financial reports in a material way (Harrer, 2008: 1). Further Brink (2011: 283) suggests that: “Firms could enhance the quality of their financial reporting by strengthening their internal control environments through formal ethics programs, including ethics codes”. Based on Brink's statement, the company can improve the quality of its financial reporting by strengthening the internal control environment through formal ethics program, including code of ethics.  Zinkin (2014: 216) further argues that the purpose of internal control is to provide reasonable assurance about the company's ability to ensure effective and efficient operations, reliable financial statements, and comply with all relevant laws and regulations, and Arens, Elder et al (2012 : 290). Management typically has three broad objectives in designing an effective internal control system: Reliability of financial reporting, Efficiency and effectiveness of operations and Compliance with laws and regulations  The COSO framework identifies five (5) effective internal control dimensions: environment of control, entity risk assessment, activities of control, information and communication, and monitoring of activities (Graham, 2006: 28). Further Moeller (2008: 97-112) states that the control environment is the foundation of all internal control components (effective and efficient operations, reliable financial statements, and comply with all relevant laws and regulations) and all corporate activities. This is because the control environment is a reflection of the attitude and actions of company management that will affect the actions of all employees. In achieving its objectives the company is exposed to possible risks, therefore management must take steps to assess the risks that may affect the company as a whole as well as the risks in various corporate activities, and take appropriate action to mitigate those risks. Control activities include policies and procedures on what should be done to keep the company on track to achieve goals. Appropriate information and supported by information technology systems should be communicated at every level in the organization, so that everyone can be responsible in 
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carrying out their duties, so that the company's goals can be achieved. Monitoring is an important element in internal control, where monitoring processes must exist to assess the effectiveness of internal control components and take corrective action if necessary.  Based on the above description can be developed hypothesis research, H1: Internal control effectiveness has influence on the financial reporting quality.  3.2 Information Technology Utilization  on Financial Reporting Quality Terminology of information systems means the use of information technology within an organization to provide information to users (Bodnar and Hoopwood, 2010: 3). Loudon and Loudon (2012: 16) state that: using information system (AIS) effectively requires an understanding of the organization, management and information technology shaping the system. While O 'Brien (2011: 8) states: The fundamenetal reasons for the use of information technology in business is that support information system perform its role, that are: (1) support business operations, (2) support of managerial decision making, and (3) support of strategic competitive advantage. The above understanding explains that the fundamental reason for the use of information technology in business is that information technology provides support for information systems to perform its role: (1) supporting business operations, (2) supporting managerial decision making and (3) supporting strategic competitive advantage.  Based on the above description can be developed hypothesis research, H2: Information technology utilization has an influence on the financial reporting quality.  3.3 Human Resources Competence  on of Financial Reporting Quality Human resources are human capital in the organization in the form of knowledge, skills, and abilities that can be used to produce professional services. Human capital is a source of innovation and ideas. According to Nawawi (2001: 8) there are 3 (three) important roles of human resources, (1) HR is the people who work in the environment of an organization known as personnel, labor, workers or employees, (2) Which serves as an asset or non-material capital, which can realize the real potential in realizing the existence of an organization, and (3) HR is a potential as an organizer of the organization. Employees with high human capital are more likely to provide consistent and highly competent services (Nurillah & Muid 2014). So with the availability of competent human resources, it can be determined whether the government has performed its duties and functions professionally, effectively and efficiently. This competence promotes the realization of quality financial reports that are free from material misstatement and misleading understanding.   Based on the description above can be developed hypothesis research, H3: human resource competence has an influence on the quality of financial reporting.  From the various conclusions related to the internal control effectiveness, the information technology utilization, and human resource competence on the financial reporting quality that has been described previously, the research thinking framework can be described in Figure 1 below:   














Human Resources Competence (X3) (Spencer,1993; Antoinette,2014 ;Sanghi,2007;Moeheriono 2012, Dubois,2004)  
Xiao,1996; Lina,2015; Hertati,2015; Imeokparia,2013 
Financial Reporting Quality (Y)(Wahlen, 2011; Robinson, 2009; Hall,2011; Bastian,2010) 
Nurillah,2014;Kesuma,2014; Wati, 2014 ;Nunuy, 2013;Setiyawati,2013 
Information Technology Utilization (X2) (Keen,1995;Reynolds, 2010; O’ Brien,2011 ; Bagranof, 2010;Applegate,2009)  
Internal Control Effectiveness (X1) (Graham,2008;Hightower,2009;Messier2008;Hall,2011) 
Nagy,2010; Doyle, 2007;Ashbaugh,2008; Ramdany,2015; Lu,2010 
 Research thinking framework  4. Research Method Regarding the purpose of study, the present research is of applied research type. The aim of applied research is to develop the practical knowledge in a specific field. This research is done in addition to get a picture of the influence of internal control effectiveness, information technology utilization, and human resource competence on the financial reporting quality, also want to see the relationship between these variables. This research is conducted through survey and is grounded. The target population as the overall unit of analysis in this study is all SKPD in the Provincial Government of Banten and Serang City, except District and Hospital, which amounted to 62. SKPD in Provincial Government and Serang City as the unit of analysis, because the results of audits BPK RI has not shown such developments which are expected. This can be seen from the opinion of BPK RI on LKPD given from 2005 to 2015 is always qualified opinion (IHPS BPK RI first semester of 2016).  From the 62 questionnaires distributed, the amount returned and feasible to be analyzed as many as 55 questionnaires (88.7%).   5. Data Analysis 5.1 Measurement (Outer) Model Evaluation In validity test with Validity Convergent obtained loading factor value ≥0,5. There are several dimensions that have validity discriminant not high enough, because the AVE value is less than 0,5. But everything has a value above 0.4, so it can be said to be quite valid, and some of those dimensions are important, so it remains included in the model. In the reliability test there are several dimensions that have the value of composite reliability and cronbach alpha less than 0.7, but still greater than 0.6, so it still can be said reliable.  5.2 Structural Model Testing / Hypothesis Testing (Inner Model) Inner model testing is the development of concept-based models and theories, in order to analyze the relationship between exogenous and endogenous variables elaborated in conceptual framework. The testing phase of the structural model (inner model) is done with the following steps:  5.3 Model Accuracy Test To assess the goodness-fit test model is to look at the R-square values contained in the PLS Algorithm report. 
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From result of data processing, obtained value of R2 equal to 0,550 and value adjusted R2 equal to 0,52. (See the KPK line). These results indicate that the internal control effectiveness (EPI), information technology utilization (ITU), and human resource competence are able to contribute to the financial reporting quality (KPK) of 52%, the remaining 48% of the contribution comes from variables not observed in this current research model.  Table 2 Model Accuracy Test with R2 
 
 Source, primary data processed, 2017  5.4 Hypothesis Testing To see the parameter coefficients significance, it can be calculated from a valid indicator. To know significant or not significant seen from T-table at alpha 0,05 (5%) = 1,96, then T-table compared by T-hitung (T-statistic). If t arithmetic is greater than t table, then the hypothesis is accepted. If the opposite happens, then the hypothesis is rejected. It can also compare the significance value that occurs with the level of uncertainty 0.05. If the significance value that occurs (indicated by the value of P Value) is smaller than the 0.05 level of uncertainty, then the hypothesis is accepted. If the opposite happens, then the hypothesis is rejected. The path coefficient result as shown in table 3 below, all first order construct have significant influence to second order construct respectively, where the t statistic value generated by all first order construct is greater than 1,96, or P value of all first order construct is smaller than the level of uncertainty 0.05. This means that all of the first order construct is the construct dimension, which are the internal control effectiveness (EPI), the information technology utilization (PTI), the human resources competence (KSDM), and the financial reporting quality (KPK). Furthermore, in testing the hypothesis of this study, it was found that: 1) Internal Control Effectiveness (EPI) does not influence the financial reporting quality (KPK). This is indicated by a 0.070 statistical t value smaller than t table at the 0.05 level of 1.96. In addition the amount of P Value 0.944 is greater than the level of uncertainty 0.05. 2) Information Technology Utilization (PTI) does not influence the financial reporting quality (KPK). It is based on the statistical t value of 1.367 is smaller than t table at the 0.05 level of 1.96. In addition, it can be analyzed by looking at the magnitude of P value of 0.172 which is greater than the 0.05 level of uncertainty. 3) Human Resources Competence has a positive and significant impact on the financial reporting quality (KPK). These findings are based on a statistical t value of 2.186 greater than t table at the 0.05 level of 1.96. It can also be analyzed by looking at the magnitude of P Value of 0.029 is smaller than the level of uncertainty 0.05. The amount of Human Resources Competence Influences on the quality of financial reporting is 38% obtained from 0.6172 x100%. 
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Table 3 Hypothesis Testing 
 
  6 Discussion  6.1 Internal Control Effectiveness Influences on Financial Reporting Quality The first hypothesis (H1) which states that the internal control effectiveness positively influences the financial reporting quality is not proven. With the issuance of Government Regulation No. 8 of 2006 on Financial Reporting and Institution Performance, the government requires each reporting and accounting entity to carry out Internal Control System in accordance with the relevant legislation. The obligation on the implementation of SPI in each reporting and accounting entity is confirmed by the issuance of PP no 60/2008 which explicitly regulates the so-called Government Internal Control System (SPIP) which conceptually refers to the definition of internal control according to COSO. However, the results of Internal Control examination of LKPD throughout Indonesia in 2016 showed that the weakness of Internal Control got the highest portion of 6,150 cases (51%) from 12,166 problems finding. The problem of the internal control system weakness generally occurs because officials/ officers responsible for negligent and inadequate in obeying and understanding the applicable provisions, not optimal in carrying out duties and responsibilities, weak in supervision and control, lack of coordination among related officials, have not made policies / procedures for an operational activity yet, and have not followed up the BPK recommendation of previous year audit result. It can be concluded that the internal control system that has been set is fine, but has not been applied effectively. This causes the resulting financial reporting quality has not been satisfactory. This research is in accordance with Thanh & Cheung (2010), Akmad (2014), Hari (2013) and Reny (2013)) studies which found that in the process of preparing the local government financial statements, it does not heed and implements the SPI effectively. The results of this study are not in line with the results of Nagy's research (2010), Doyle et al. (2007), Ashbaugh-Skaife et al. (2008), Ramdany (2015) and Lu et al. (2010), indicating that the internal control effectiveness affects the financial reporting quality.  6.2 Information Technology Utilization Influences on Financial Reporting Quality The second hypothesis (H2) which states that the Information Technology Utilization has a positive influence on the financial reporting quality is not proven. Facilities and information technology infrastructure owned in general is relatively adequate and has been utilized optimally. There are no significant issues related to this. Nevertheless, the facts show that the quality of financial statements produced not yet maximized, indicated one of them with the opinion that for the last 10 years has not been as expected. This confirms that the information technology and utilization facilities that have been optimal has not been able to encourage significant improvement of financial statement quality. The results are in line with research by Dian (2014) and Deni (2015). 
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The results are not in line with Xiao (1996), Lina (2015), Hertati (2015), and Imeokparia (2013).  7 Human Resources Competence Influences on Financial Reporting Quality The third hypothesis (H3) which states that the Human Resources Competence influences the quality of Financial Reporting is proven. With the increasing of human resources competence, the more the financial statements quality.  The financial reporting quality will be better if the administrative apparatus involved in the process of preparing the financial statements has good knowledge, adequate skills, rational and responsible attitude, and sufficient experience. The results are in line with the research of Nurillah & Muid (2014), Kesuma et al (2014), Wati, et al (2014), Nuryanto & Nunuy (2013), Setiyawati (2013), Febrian & Basukianto (2015) and Sukmaningrum & Harto (2011) . The research results are not in line with Akhmad's (2014) and Indriasari (2008) studies which show that the human resources competence has no influence on the of local government financial reporting quality.  8 Conclusions and Suggestions Based on the background, the problem formulation, the hypotheses formulation developed from the theories / concepts and previous relevant research, the data obtained and the results of data analysis, it can be concluded several things as follows: 1. The Internal Control Effectiveness has no influence on the Financial Reporting Quality. The Government Internal Control System (SPIP) has been set, but it has not been applied effectively, causing the resulting of financial reporting quality not satisfactory. 2. The Information Technology Utilization has no influence on the Financial Reporting Quality. This confirms that the information technology facilities are not or have not been utilized optimally, lack of adequate computer availability, the use of internet network that has not been optimal, and the implementation of information technology that requires a lot of cost. The implementation of information technology becomes futile and more expensive, and can not support the financial reporting quality (reliable, relevant, comparable and understandable). 3. The Human Resources Competence influence the Financial Reporting Quality. The financial reporting quality will be better if the administrative apparatus involved in the process of preparing the financial statements has good knowledge, adequate skills, rational and responsible attitude, and sufficient experience. Based on the results of data analysis, interpretation of research results and observational results of researchers, can be put forward suggestions as follows: 1. To improve the financial reporting quality which in recent years has not received unqualified opinion, by improving the human resources competence in the field of accounting, especially in Accounting and Financial Reporting. Human resources are included in training or other development aimed at increasing knowledge and skills in accounting, so that they better understand the process of preparing financial statements, starting from recording transactions to the preparation of financial statements, in accordance with PP 71 of 2010.  2. Improving the effectiveness of Internal Control implementation, the leader enforce appropriate disciplinary action on deviations of policies and procedures as well as violations of rules of conduct. 3. This study proves that the human resources competence in the accounting and financial reporting have an influence on the financial reporting quality especially Provincial and City Government, while the internal control effectiveness and information technology utilization are not considered in the process of preparing financial statements. It is recommended for the researcher to repeat the research on different local governments, and to add new variables that can improve the financial reporting quality such as leadership style, organizational culture, accrual basis implementation or asset management.   References Ashbaugh-Skaife, Collins, Kinney, Jr. & Lafond. 2008. The Effect of SOX Internal Control Deficiencies and Their Remediation on Accrual Quality. The Accounting Review. Vol 83, No, 1 : 2017-250. Azhar Susanto.  2008. Sistem Informasi Akuntansi: Struktur Pengendalian Risiko Pengembangan. Edisi Perdana: Lingga Jaya Bagranof, Nancy A.  Mark  G. Simkin, &Carolyn S. Norman. 2010.Accounting Information Systems. Seventh Edition: South-Western. Bambang Pamungkas. 2014. DKI Terlambat Sampaikan Laporan Keuangan. Melalui <http://moneter.com> [22/11/14]. Barbara Arel, Cathy A.Beaudoin, Anna M.Cianci. 2012. The Impact of Ethical Leadership, the Internal Audit Function, and Moral Insensity on a Financial reporting Decision. Journal Busniss Ethics. 109 : 351-
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